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Abstract

The Chinese government continued implementation of the strategy of “The
Belt and Road”. The strategy has brought new opportunities for China and
South Asia economic and trade cooperation. According to the “UN” UN-
COMTRADE database, measuring the trade of China and South Asia of each
index, revealed comparative advantage index, export similarity index, the spe-
cialization of the revised coefficient and coefficient of consistent indices, ana-
lysis competitive and complementary of China and south Asian countries trade.
Results show that the trade structure of China and South Asia has a certain
competitiveness, but also has a lot of complementarity. There are lots of varie-
ties for trade. Chinese exports to South Asia have a wide range of categories,
export manufactured goods are the main products. South Asian exports to
China are the low value-added primary products and semi-finished products
mainly. Under the background of the strategy of “The Belt and Road”, policy
measures should be taken to promote China’s economic and trade relations
with south Asian countries.

Keywords

The Belt and Road, Trade Competitiveness, Trade Complementarity, China
and South Asia

1. Introduction

Since the second half of 2013, Chinese President Xi Jinping first put forward to
the strategic conception of the Silk Road economic belt and the 21st century Ma-
ritime Silk Road to the international community, to show the world a grand
blueprint of “One Belt And One Road”. The strategic conception has got a posi-

tive response by more than 60 countries and regions around the world, includ-
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ing South Asia, India, Pakistan, Sri Lanka, Bangladesh, Afghanistan, Nepal,
Bhutan. Because for China, almost 80% of oil and 50% natural gas and nearly
half of all trade goods should be transported through the Indian Ocean, the In-
dian Ocean has played a important role in ensuring the channel security and
economic interests, therefore it has made a contribution to making South Asia to
become the critical part of “One Belt And One Road” strategic.

Historically, Indian is at the most important meeting point of the north Silk
Route, the South Silk Route and Maritime Silk Road. As the important emerging
powers, Indian becomes an unavoidable presence during the implementation of
“One Belt And One Road” strategy. Of course, the implementation of the strate-
gy is conducive to the long-term interests of India. Now India is one of founding
members of the Asian investment bank, and it actively joins the construction of
Bangladesh-China-India-Myanmar (BCIM) Economic Corridor. China and Pa-
kistan are all-weather strategic partners. The bilateral ties have withstood the
tests of time and the fluctuations of international situation.

Pakistan supports the Chinese government’s policy, it is the main entrance for
China to enter the Indian Ocean, the Arabian Sea and the Persian Gulf and other
regions, and its special geographical position could be an important fulcrum to
connect the “Silk Road Economic Belt” with “21st century Maritime Silk Road”.
China Pakistan economic corridor is the “flagship projects” of “One Belt And
One Road”, it impacts the smooth implementation of “One Belt And One Road”
directly, so the importance of Pakistan to “One Belt And One Road” cannot be
overstated. Sri Lanka has a good location, especially has a significant strategic
position in South Asia. It is a key hub of sea communications. Its advantage in
transport, transit, supply and other aspects is obvious. Bangladesh is located at
the intersection of China, India and ASEAN, as the bond of multilateral cooper-
ation, it is expected to become an important commercial hub of regional coop-
eration depending on excellent geographical location. Thus, South Asia has a vi-
tal strategic significance in the smooth implementation of “One Belt And One
Road”.

“One Belt And One Road” is a development strategy and framework, pro-
posed by Chinese paramount leader Xi Jinping that focuses on connectivity and
cooperation among countries primarily between China and the rest of Eurasia,
which consists of two main components, the land-based “Silk Road Economic
Belt” (SREB) and oceangoing “Maritime Silk Road” (MSR). The strategy under-
lines China’s push to take a bigger role in global affairs, and its need for priority
capacity cooperation in areas. “One Belt And One Road” is aimed to develop
economic and trade cooperation ,the trade situation between China and the
countries along the route directly affects the success of “One Belt And One
Road”. Currently, the academic study of “One Belt And One Road” is about
from the theoretical overview to the empirical analysis, many aspects could be
studied, such as trade, investment, energy, space and logistics. As aspect of trade,
Sang Baichuan & Li Jiguang (2011) established the indexes based on comparison

of export and import structures and measured the trading relations of China with
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14 emerging countries to search the cooperation potential. Han Yonghui & Zou
Jianhua (2014) analyzed the present trade condition and cooperation prospect of
China and West Asia under the background of “One Belt And One Road” Initia-
tive. Han Yonghui et al. (2015) studied the trade competitiveness and comple-
mentarity of China and West Asia under the background of Silk Road Ecomomic
Belt and Maritime Silk Road Strategy. Sang Baichuan & Yang Lizhuo (2015) stu-
died China’s trading relations with the countries of “One Belt And One Road”
by research of trade competitiveness and trade complementarities. Du Xiuhong
(2015) made an analysis on trade structure of China and India in the context of
“One Belt And One Road” Initiative. Liao Mingzhong (2015) evaluated the trade
potential of China to “One Belt And One Road” countries by using gravity model.
But there is no literature to study about present trade condition of China and
the South Asia under the background of “One Belt And One Road”. Based on
this, this paper takes use of quantitative research methods to make an empirical
analysis about trade competitiveness and complementation of China and South
Asia, in order to study current situation and trade potential of China and South
Asia, to provide theoretical foundation for strengthening trade cooperation be-

tween China and South Asia.

2. Trade Situation of China and South Asia

The economic development of South Asia is unbalanced. Among them, India,
Pakistan and Sri Lanka in general are experiencing a high-speed economic de-
velopment in recent years. Especially India has outstanding performance, the
national economy grows rapidly and national strength has been greatly en-
hanced, so India’s influence in region and the whole world is strengthening. Pa-
kistan has been completed the task of economic restructuring in principle and
has established a relatively complete economic system initially, its economic
growth is gradually accelerating. Sri Lanka has established the industrial system
basically, the national economy has achieved good results with a goal-oriented
task. While Bangladesh and Nepal’s economy was unsatisfactory due to domestic
political instability. It is obvious that political uncertainty has a negative impact
on economic development. The unbalanced economic development also reflects
in the bilateral trade between China and South Asia. In 2014, total trade between
China and South Asia reached $106.02 billion, up 10.1% year on year. Among
them, the total imports reached $20.19 billion, down 3.9%, the total exports
reached $85.83 billion, up 14.1%.

By observing the trade structure of China and South Asia, in 2014, India’s ex-
ports to China reached $13.32 billion, down 8.3% year-on-year, accounting for
4.2% of India’s exports; India’s imports from China reached $58.28 billion, up
13.3% year-on-year, accounting for 12.7% of India’s imports. To the end of 2014,
China had became the fourth-largest export trading nation for India, next to
United States, United Arab Emirates and Hong Kong. China is India’s largest
source of imports. Pakistan’s exports to China reached $2.758 billion, down

13.81% year-on-year, Pakistan’s imports from China reached $13.248 billion,
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having been an increase of 20.23%. To the end of 2014, China had became the
second-largest export trading nation for Pakistan, second only to United States,
China is Pakistan’s largest source of imports. Sri Lanka’s exports to China
reached $170 million, up 42.9% year on year, accounting for 1.6% of Sri Lanka’s
total exports; Sri Lanka’s imports from China reached $3.45 billion, up 16.6%
year-on-year, accounting for 17.9% of Sri Lanka’s total imports. Until the end of
2014, China had became the second largest source of imports for Sri Lanka, next
to India. China’s trade volume with Bangladesh had been growing rapidly, in
2014, bilateral trade reached $12.547 billion, having been an increase of 21.98%,
Bangladesh has become third-largest trading partner for China in South Asia. In
recent years, the trade between China and Nepal has developed rapidly. Nepal
has become an important channel for China entering the Southeast Asian mar-
ket. In 2014, bilateral trade reached $2.33 billion, China’s exports to Nepalreached
$2.28 billion, Nepal’s imports from China reached $46.07 million. The trade be-
tween China and Afghanistan, Maldives, Bhutan is at a very low level generally.

Current research about trade status between countries or regions usually fo-
cuses on trade competitiveness and complementarity, this paper also stduytrade
situation and potential of China and South Asia from this perspective. Tradi-
tional research about the trade competition and complementarity is based on
Revealed Comparative Aadvantage Index. RCA index is put forward by American
economist Balassa (1965, 1989) and has been widely applied. According to the in-
dex, a lot of academic research is carried on. Many indexes are introduced to study
trade competition and complementarity. This text establishs the index system to
measure the trade competition and complementarity of China and South Asia.
Related indicators include Trade Integration Index, Revealed Comparative Aad-
vantage Index, Export Similarity Index, amended Specialization Coefficient and
Consistency Coefficient. These indexes are very classical for trade stduy.

Confined to limit data, this paper takes India, Pakistan, Sri Lankaas research
objects. India and Pakistan are two major countries in South Asia, their trade
volume with China was about 90% of total bilateral trade between China and
South Asia. So they are representative. While Sri Lanka is the first country to
support China’s “21st Century Maritime Silk Road” Initiative officially. Some
South Asian countries’ bilateral trade with China are weak, such as Bhutan,
Nepal, Afghanistan, Sri Lanka. Trade share is small comparatively. There is short
of data about Bangladesh.

This article gatheres data from “UNCOMTRADE” database, and takes use of
SITC (Standard International Trade Classification UN) Third Revised Standard
(Rev.3) statistics, regarding 2000-2014 as research time. International trade
commodity can be roughly divided into three categories. The first class is re-
source-intensive products, inluding SITCO (food and live animals), SITC1 (be-
verages and tobacco), SITC3 (mineral raw materials, lubricants and raw mate-
rials) and SITC4 (animal and vegetable oils, fats and waxes), they are the prima-
ry product mainly. The second class is capital and technology-intensive prod-
ucts, including SITC5 (chemical products and related products) and SITC7
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(machinery and transport equipment). The third class is labor-intensive prod-
ucts, including SITC6 (manufactured goods classified by raw materials) and
SITC8 (miscellaneous manufactured articles). There is last class named SITC9

(other unclassified finished products).

3. The Analysis about Trade Complementarity of China and
South Asia

1) Revealed Comparative Advantage Index (RCA)

RCA (Revealed Comparative Advantage Index) is an index used in interna-
tional economics for calculating the relative advantage or disadvantage of a cer-
tain country in a certain class of goods or services as evidenced by trade flows. It

is based on the Ricardian comparative advantage concept. The formula is as fol-

low, RCA= ))((la—?ia That is, the RCA is equal to the proportion of the coun-

try’s exports that are of the class under consideration divided by the proportion
of world exports that are of that class. A comparative advantage is “revealed” if
RCA > 1. If RCA is less than unity, the country is said to have a comparative
disadvantage in the commodity or industry.

It’s generally believed that if RCA index is more than 2.5, indicating that the in-
dustry has a very strong international competitiveness in this country; if RCA
ranges from 2.5 to 1.25, indicating that the industry has a relatively strong interna-
tional competitiveness in this country; if RCA ranges from 1.25 to 0.8, indicating
that the industry has a litter strong international competitiveness; if RCA is less
than 0.8, it indicates that the industry is comparative disadvantage in this country.

Table 1 shows that, China has comparative advantages in capital and tech-
nology-intensive products, such as SITC7 (machinery and transport equipment),
and the advantages has been increasing in recent years. Now RCA is more than
1.25, it means that our manufacturing products already have strong internation-
al competitiveness. It is related to the establishment of Chinese position as the

world factory. Obviously, China has already been a super big manufacture coun-

Table 1. China’s RCA index.

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

0 094 085 0.80 0.72 0.60 0.58 0.55 0.50 0.44 044 0.46 046 0.44 042 0.40

1 034 035 032 025 024 019 0.16 0.15 0.14 0.16 0.16 0.16 0.16 0.15 0.15

2 059 053 046 038 0.32 031 024 021 0.23 020 0.18 0.18 0.17 0.17 0.18

3 032 034 029 027 024 0.19 013 0.13 0.14 0.13 0.12 0.11 0.09 0.10 0.11

4 0.15 0.14 0.08 0.06 0.06 0.09 0.10 0.06 0.07 0.05 0.05 0.05 0.05 0.05 0.06

5 054 052 046 042 042 0.44 045 047 0.53 045 0.50 0.56 0.52 0.50 0.53

6 125 121 1.18 1.15 1.21 1.22 128 1.25 134 122 122 1.28 131 134 135

7 080 0.88 096 1.08 1.15 1.21 125 1.28 137 143 144 145 142 142 1.32

8 281 2.61 248 233 223 220 222 221 226 213 217 2.25 235 233 222

9 0.05 0.05 0.05 0.05 0.04 0.06 0.06 0.04 0.03 0.02 0.02 0.02 0.01 0.01 0.02
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try. The South Asian countries in general are not international competitive in ma-
chinery and transportation equipment. Trade complementarity between China
and South Asia is very high in this industry. In recent years, China high-speed rail
has became the representative of the high-end equipment manufacturing industry.
It starts to develop international market. To the end of 2014, there were already 28
countries conducting cooperation with China on import of high-speed rail. It is
the proof of China’s outstanding achievements of manufacturing industry.

The RCA index indicates that China is less competitive in primary commodi-
ty , and it shows a decreasing trend year by year, including SITCO (food and live
animals), SITC1 (beverages and tobacco), SITC2 (non-food raw materials),
SITC3 (mineral fuels, lubricants and raw materials), SITC4 (animal and vegeta-
ble oils). Because China is a populous country, its per capita hold of resources is
low while consumption is enormous. China do not have comparative advantage
in resource-intensive products.

At the same time, the South Asian countries generally have strong interna-
tional competitiveness on SITCO (food and live animals) products, indicating
that China and South Asia have tradecomplementarity of agricultural products.
India is very competitive on SITC2 (non-food raw material), and Sri Lanka also
has an advantage on SITC1 (beverages and tobacco). That means there may be
tradecomplementary and cooperation for China and these countries. China has
obvious advantages in labor-intensive products, including SITC6 (manufactured
goods classified by raw materials) and SITC8 (miscellaneous manufactured ar-
ticles). Especially the RCA index of SITCS8 is more than 2.5, that indicates it has
strong international competitiveness. Although the RCA index shows a des-
cending trend since 2000, but it tends to be steady in recent years. At the same
time, South Asian countries is very competitive in SITC8 and SITC6 universally.
There is a trend of export similarity for China and South Asia. Trade competi-
tion among these nations is more and more sharp inevitably. Overall, China has
an increasing advantage in capital or technology-intensive products and has
prominent comparative advantage in labor-intensive products significantly. But
China is not competitive in resource-intensive products, which is consistent with
the facts that China has rich labor resources however it’s lack of natural re-
sources and capital relatively.

Table 2 shows that India has a strong international competitiveness in SITCO
(food and live animals), but it dropped first, and then rises. India’s comparative
advantages in SITC2 (non-food raw material) changes considerably, showing the
trend of rising first and then declining. The RCA index reached 2.34 at its peak,
it means this commodity or industry can be extremely competitive in the inter-
national market, but its competitiveness has declined in the past two years. India
has a rather strong comparative advantage in SITC5 (chemical products and re-
lated products) and remains stable. India’s comparative advantages in SITC6 (ma-
nufactured goods classified by raw materials) has weakened gradually, varying
from highly competitive to relatively competitive, but it still has the obvious ad-

vantages. The RCA index of SITC8 (miscellaneous manufactured articles) changes
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Table 2. India’s RCA index.

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
0 215 210 2.06 1.77 1.72 1.56 157 1.60 1.66 1.10 1.24 134 1.59 1.66 1.61
1 052 047 048 045 045 042 044 045 058 0.65 0.59 0.43 0.50 0.50 0.47
2 124 126 1.51 138 197 234 2.08 211 191 165 173 125 1.59 1.19 1.05
3 034 052 052 065 0.79 085 1.07 1.27 1.10 1.03 1.20 1.18 1.16 1.29 1.48
4 185 149 0.88 0.83 1.11 091 0.75 0.68 0.63 0.64 0.67 0.64 0.59 0.62 0.60
5 1.14 1.12 1.08 1.08 1.09 1.07 1.13 1.06 1.08 091 097 0.96 1.11 1.09 1.08
6 292 265 275 280 248 241 216 2.04 199 196 219 191 186 2.01 1.90
7 018 021 0.21 024 0.25 027 0.29 030 039 045 042 042 041 041 0.44
8 1.72 159 150 151 155 145 1.44 130 1.15 1.55 1.12 124 135 1.03 1.12
9 047 070 0.57 035 0.27 030 0.28 0.27 035 0.77 040 0.92 0.18 0.42 0.20

again and again, the competitiveness is descending and rising alternately, but the
commodity or industry still has comparative advantages in international market.

According to Table 3, Pakistan’s RCA index of SITCO (food and live animals)
shows an upward trend in tortuous, strengthening comparative advantage on the
whole; the RCA index has been more than 2.5 since 2008, meaning that SITCO
has strong international competitiveness. Pakistan’s RCA index of SITC4 (ani-
mal and vegetable oils, oils and waxes) varies relatively greatly, but still has rela-
tively strong competitiveness. Pakistan’s RCA index of SITC6 (classified by raw
manufactures) has remained more than 2.5, meaning that SITC6 is highly com-
petitive. Pakistan’s RCA index of SITC8 (miscellaneous products) change
smoothly, meaning that SITCS is relatively competitive.

Sri Lanka’s RCA index of SITCO (food and live animals) have a rising trendo-
verall, but showing a downward trend in recent years; RCA index remaines at
around 4, meaning that SITCO has strong international competitiveness. Sri
Lanka’s RCA index of SITC1 (beverages and tobacco) changes mildly, showing a
slight upward trend with relatively strong international competitiveness. Sri
Lanka’s RCA index of SITC6 (manufactured goods classified by raw materials)
shows an upward trend overall, with relatively strong international competitive-
ness. Sri Lanka’s RCA index of SITC8 (miscellaneous manufactured articles)
changes greatly, showing a downward trend overall; the RCA index remaines
more than 4, meaning that SITC8 has strong international competitiveness (as
follow: Table 4).

2) Trade Integration Index (TII)

Trade Integration Index (TII) is a measure of the close degree of trade be-
tween two countries. If the index is high, it means that trade complementarity

Ea/E,
M,/M,,

s exports to country “b” over a period of time, E

between two countries is strong. The formula is as follow: TIl =

«_»

represents country “a a

«_»

represents total exports of country “a” in the same time, M, represents total

imports of country “b” in the same time, M, represents total imports of the

w
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Table 3. Pakistan’s RCA index.

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

0 192 183 1.84 182 1.73 218 225 216 3.18 2.53 279 3.17 270 3.13 2.89
1 0.08 0.10 0.09 0.15 0.19 0.21 0.25 0.14 0.13 0.16 0.20 0.30 0.24 0.17 0.13
2 1.07 071 0.61 0.61 0.76 061 0.55 0.61 0.76 0.84 0.81 091 1.26 1.11 1.02
3 014 023 021 024 0.26 034 036 044 037 031 039 032 0.08 0.13 0.20
4 082 045 046 0.89 1.02 1.63 1.60 1.38 149 1.06 0.75 123 148 1.15 0.89
5 0.18 0.18 0.20 0.22 0.20 0.29 0.25 0.25 0.32 0.32 0.34 0.39 035 0.41 0.40
6 3.82 385 3.82 383 3.53 350 3.44 323 3.07 348 331 3.19 3.38 3.57 343
7 0.03 0.03 0.03 0.03 0.10 0.05 0.05 0.12 0.08 0.07 0.08 0.05 0.05 0.05 0.05
8 243 235 239 236 249 245 257 241 243 231 231 223 253 215 211
9 0.04 0.04 0.01 0.01 0.01 0.02 0.02 0.05 0.00 0.00 0.00 0.00 0.24 0.00 0.00

Table 4. Sri Lanka’s RCA index.

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

0 359 350 3.48 352 3.62 3.68 4.13 4.11 4.52 4.11 456 430 4.23 4.18 3.86
1 086 091 093 1.05 125 1.17 1.07 1.13 1.18 097 094 1.13 127 134 1.24
2 063 0.66 0.72 087 098 0.92 098 1.09 1.29 131 1.11 1.01 093 0.75 0.78
3 005 0.04 0.03 0.00 0.01 0.00 0.01 0.00 0.00 0.00 0.01 0.03 0.02 0.02 0.20
4 022 017 0.17 029 0.75 577 3.57 4.77 1.06 031 0.28 0.19 0.28 0.37 1.10
5 0.07 0.07 0.07 0.08 0.11 0.13 0.11 0.10 0.10 0.10 0.11 0.13 0.14 0.14 0.14
6 093 085 1.14 1.11 1.08 1.25 122 1.01 1.12 1.00 1.12 1.19 1.29 1.28 1.09
7 013 0.15 0.12 0.13 0.16 0.12 0.14 0.18 0.15 0.13 0.15 0.16 0.18 0.14 0.16
8 472 4.57 432 447 455 432 439 421 441 424 418 440 4.15 430 3.99

9 0.33 0.27 037 0.04 0.00 0.51 0.61 0.83 0.60 0.28 0.31 0.00 0.07 0.05 0.05

whole wold in the same time. If TII is more than 1, it indicates that bilateral
trade relations is close; if TII is less than 1, it indicates that bilateral trade rela-
tions is loose.

Table 5 shows, China’s Trade Integration with South Asiais more than South
Asia’s Trade Integration with China. The proportion of China’s exports to South
Asia account for China’s total exports is far lower than the proportion of South
Asia’s exports to China account for South Asia’s total exports. In terms of Chi-
na’s exports to South Asia, China’s Trade Integration with South Asia is more
than 1 basically, indicating that South Asia is very dependent on Chinese market,
which matches the status that China is India’s largest source of imports. In terms
of South Asia’s exports to China, South Asia’s Trade Integration with China is
lower than 1 basically, indicating that China dose not depend the market of
South Asia badly. To be specific, Trade Integration between China and India
takes on the trend increased first and decreased afterwards in the same way.
South Asia’s Trade Integration with China is lower than 1 basically, only over 1
in 2005, then shows decreasing trend all the time, meaning that China doesn’t

depend on India’s market particularly and their trade relations is a little loose.

%%
035: Scientific Research Publishing

115



S. Xu

Table 5. China and some countries in South Asia, bilateral trade combined index.

Category India’s trade China’s trade izl::t;?t’:l Chinese trade China’s trade Chinese trade
Year with China  with India China with Pakistan with Sri Lanka with Sri Lanka
2000 0.502 0.771 0.770 1.583 0.027 1.885
2001 0.542 0.883 0.807 1.885 0.027 1.683
2002 0.677 0.933 0.528 2.245 0.057 1.119
2003 0.797 0.801 0.401 2.468 0.048 1.345
2004 0.893 0.938 0.372 2.149 0.052 1.384
2005 1.137 0.872 0.431 1.878 0.073 1.556
2006 0.989 1.023 0.458 1.777 0.057 1.416
2007 0.947 1.255 0.501 2.041 0.068 1.393
2008 0.789 1.126 0.509 1.609 0.083 1.346
2009 0.721 1.145 0.699 1.796 0.102 1.711
2010 0.853 1.115 0.723 1.763 0.116 1.540
2011 0.570 1.031 0.680 1.827 0.107 1.431
2012 0.495 0.842 1.036 1.829 0.125 1.450
2013 0.451 0.848 0.976 2.055 0.112 1.565
2014 0.391 0.911 0.841 2.150 0.145 1.521

China’s Trade Integration with Inida is at or near 1 or more largely, meaning
that India is quite dependent on Chinese market. At the same time, Trade Inte-
gration Index is declining in recent years, meaning that the dependence rela-
tionship of their trade is weakened gradually. Trade Integration between China
and Pakistan remains stable as a whole, with a slow upward trend. China’s Trade
Integration with Pakistan reaches 1.94 on average and even exceeds 2 in recent
years, indicating their trade relationship is getting more and more closely. The
proportion of China’s exports to Pakistan account for China’s total exportsre-
mains at 0.43% around. While the proportion of Pakistan’s exports to China ac-
count for Pakistan’s total exports is more than 10%, indicating that Pakistan’s
dependence on Chinese market is much higher than China’s dependence on Pa-
kistan market. That is why Pakistan’s Trade Integration with China is less than
1.Sri Lanka's Trade Integration with China is very low, it is more than 0.1 in re-
cent years, indicating that China doesn’t depend on the market of Sri Lanka.
Meanwhile, China’s Trade Integration with Sri Lanka is 1.49 on average, mean-
ing that Sri Lanka is highly dependent on Chinese market.

3) Trade Complementarity Index

1
cs=1-=Y
275
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«_»

a] represents exports of product “n” accountes for the proportion of total
exports for country “a” in period “t”. b represents imports of product “n” ac-
countes for the proportion of total imports for country “b” in period “t”. When
the index is closer to 1, that means the trade complementarity between two
countries is strong. There are a lot of chance for trade cooperation. Trade com-
plementarity between China and South Asia is as follow: Table 6.

Table 6 shows, the Trade Complementarity between China and India shows a
gradual upward trend, Trade Complementarity Index exceeds 0.7, indicating
trade complementary between two nations is strong. India’s exports to China are
mainly textiles and raw materials, base metals and products, minerals and other
industrial raw materials. While India’s imports from China are mainly mechan-
ical and electrical products, chemical products, transport equipment and other
industrial products. The trade structure of China and India is different, so there
is a certain degree of trade complementarity for the two countires. In recent
years, SITC7 (machinery and transport equipment), SITC8 (miscellaneous man-
ufactured articles) and SITC6 (manufactured goods classified by raw materials)
are products with the highest export share for China. Their exports accounts for
more than 88% of China’s total exports. SITC3 (mineral raw materials, lubri-
cants and raw materials), SITC7 (machinery and transport equipment) and
SITC6 (manufactured goods classified by raw materials) are products with the
highest import share for India. Their imports accounts for more than 65% of In-
dia’s total imports. It is obvious that China’s largest export is SITC7 and SITCS,
they happen to be India’s main import. On the other hand, SITC3 is the third-
largest imports, average proportion of imports is more than 14%. Meanwhile
SITC3 is India’s main exports, average proportion of exports is more than 19%.
From here we see, there is a certain degree of trade structure complementarity
for China and India, trade cooperation potential between two countries is high.
Trade Complementarity Index between China and Pakistan and Trade Com-
plementarity Index between China and Sri Lanka change smoothly, both of them
is less than 0.4. The reason is as follow: SITC6 (manufactured goods classified by
material), SITC8 (miscellaneous manufactured articles) and SITCO (food and
live animals) are products with the highest export share for Pakistan and Sri
Lanka. Their exports accounts for more than 80% of Pakistan’s total exports, so
does Sri Lanka. But China’s import share of these products is less than 20%. So
trade complementarity between China and Pakistan is very weak, so does Sri
Lanka.

Table 6. Trade Complementarity Index between South Asia and China.

\\\ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

India 0.55 0.57 0.55 0.57 0.60 0.63 0.63 0.64 0.69 0.70 0.70 0.70 0.71 0.68 0.70
Pakistan 0.38 0.36 0.34 0.35 0.37 0.35 0.34 0.38 0.36 0.35 0.35 0.34 0.32 0.30 0.32

Sri

Lank 0.29 0.29 031 0.32 0.34 0.33 0.32 0.35 0.32 0.31 0.32 0.31 0.31 0.28 0.32
anka
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4. The Analysis about Trade Competition of China and South
Asia

1) Export Similarity Index
The formula is as follow:

XL /X~ X0/%,
XL X+ Xe X,

ESI,, = Z %(x;/xa+xg/xb)x[1—

i=0

] %100

X, represents exports of product “i” for country “a”, X, represents coun-

«_ >

try "a

s

i” for country “b”, X, represents country “b™s total exports to the world

s total exports to the world market, X, represents exports of product

market. ESI evaluates the trade similarity between two countries in the face of
global market, sequentially measures trade competitiveness of the two countries.
ESI varies from 1 to 100. The higher index becomes, the more intense the trade
competition between two nation is. The export similarity index of China and
Sout is as follow: Table 7.

Exports similarity between China and India showed a descending trend on the
whole, but it rises in recent years. Because China and India are both emerging
developing countries. They have similar economic divisions and position in the
international market. They have something in common, such as resource en-
dowment, technology level, geographic location. Then they tend to become the
exporter dominated by labor-intensive industries. Inevitably exports similarity
between the two nations is relatively high. China is still making the transition
from a large agricultural country to the major industrial countrie. India is now
actively transforming to capital and technology-intensive industries. These can
make competition between two countries more vigorous undoubtedly. The ESI
of China and Pakistan is more than 50, and it shows a decreasing tendency. Be-
cause the two countries gradually attach more importance to the adjustment of
export structure to reducing homogeneous commodity exports. Export similari-
ty between China and Sri Lanka changes significantly, experiencing the process
of decrease to increase.

2) Trade Competitiveness

CS =l—%z a'-b'
2.ah
cc= D
2 2

Table 7. Export similarity between China and South Asia: ESI.

\\\\ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

~

India  60.7 60.2 57.1 564 56.6 55.6 55.2 53.9 55.0 59.2 534 555 555 52.0 56.4

Pakistan 57.9 57.7 57.2 55.8 56.2 53.8 52.6 54.8 534 51.6 51.2 52.0 52.5 51.3 53.2

SriLanka 61.0 58.5 59.1 55.5 534 52.6 52.1 50.4 484 46.7 48.7 50.5 53.6 51.7 52.2

o
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_CS+CC
2

Cl

a; represents exports of product “n” accountes for the proportion of total
exports for country “a” in period “t”. h' represents exports of product “n” ac-
countes for the proportion of total exports for country “b” in period “t”. When
the index is closer to 1, that means the trade competition between two countries
is intensive. Trade competition between China and South Asia is as follow: Ta-
ble 8.

Trade Competitiveness index between China and South Asia remaines above
0.5 and is experiencing the process of decrease to steady, showing a slight up-
ward trend since 2010. Among them, CI index between China and India remains
above 0.6, it maintained a high trade competitiveness. China’s exports of SITCS6,
SITC7 and SITCS8 products are accounting for more than 88% of total exports,
while India’s exports of SITC6 and SITC7 products are accounting for more
than 38% of India’s total exports on average, they are the main exports for India.
Pakistan’s exports of SITC6 and SITCS8 products are accounting for more than
68% of its total exports. Sri Lanka’s exports of SITC6 and SITC8 products are
accounting for more than 62% of its total exports. These two products are main
exports for Pakistan and Sri Lanka. The result indicates that export similarity
between China and South Asia is relatively high, which is reflected clearly by ESI.
The reason is that China and South Asia have something in common, such as
resource endowment and comparative advantage. They are dependent on export
model oriented by labor-intensive industries. Both of them have developed ra-
pidly in labor-intensive manufacturing industry. So their export structure is sim-

ilar, intensifying trade competition.

5. Conclusion and Recommendations

According to the analysis in this paper, the trade structure of China and South
Asia has a certain competitive, but also has a lot of complementarity, that means
competitiveness and complementary is concomitant. The trade goods were var-
ious, China exports to South Asia are mainly manufactured goods, South Asian
exports to China mainly are primary products and semi-finished products. The
volume of trade between China and South Asian in general is growing, China
has become the major trade partner for South Asia countries. Relative to the
economic scale and the opening degree of China and South Asia, the trade vo-
lume between them is low, and there is a problem of trade structural imbalance.

On the one hand, from a worldwide perspective, export similarity between

Table 8. Trade competitiveness of China and the South Asia: Clindex.

\\\ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

India 0.66 0.66 0.62 0.61 0.61 0.61 0.61 0.60 0.61 0.67 0.60 0.62 0.62 0.58 0.63

Pakistan 0.61 0.60 0.58 0.55 0.56 0.53 0.53 0.55 0.53 0.50 0.50 0.51 0.52 0.50 0.53

Sri Lanka 0.69 0.66 0.65 0.60 0.57 0.55 0.55 0.54 0.51 0.49 0.51 0.53 0.56 0.54 0.55
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China and South Asian are on the rise in recent years. Especially for China and
India, their export similarity is high, the competition is more intense. India is the
most important country in South Asia. In terms of economic size, India’s GDP is
nearly five times as much as other South Asian countries. On the other hand, al-
though trade complementarity between China and other South Asian is not
high, but trade complementarity between China and India is higher and remains
stable. In recent years, China and the South Asian trade competitiveness is get-
ting stronger. In this situation, China should take advantage of trade comple-
mentarities to promote bilateral relations, strengthen differentiated products
that have a comparative advantage, and adjust the structure of the industrial
trade. With the advance of “One Belt And One Road” strategy, the economic
and trade cooperation between China and South Asian are facing more oppor-
tunities and challenges. Therefore, more measures should be taken to further
expand trade cooperation, widen the field of international trade and economic
cooperation.

Firstly, Make good use of trade complementarities to improve trade structure.
Chinese exports to South Asia have a wide range of categories, including from
raw materials to high-tech products, export manufactured goods are the main
products. South Asian exports to China are the low value-added primary prod-
ucts and semi-finished products mainly. China should strengthen exports which
have comparative advantages, increase trade of complementary products. So
complementary and mutually beneficial is the structure of their exchanges of
goods that it has greatly pushed the development of bilateral trade. In terms of
product quality and grade, to begin with China should take full advantage of su-
perior resources. Then China should lay emphasis on technological innovation,
master the core technology and protect intellectual property, so that China can
improve product quality, increase product added value and enhance the degree
of product differences, ultimately promote the international competitiveness of
Chinese manufacturing industry. China should put more emphasis on exporting
the technology and capital intensive products which are high value-added with
high technical content, simultaneously reduce labor-intensive exports which are
low value-added to avoid excessive competition with South Asian countries. In-
dustry is the foundation of trade, so China should attach great importance to the
optimization and upgrading of industrial structure, make full use of industrial
complementation. For example, China is a big manufacturing country, India has
a strong service sector. Both sides should strengthen cooperation in service
trade, realize the most complementary of manufacturing and services to achieve
the dynamic trade balance.

Secondly, enhance trade negotiations and promote the establishment of free
trade zone. October 2015, the second round of negotiation on China-Pakistan
Free Trade Area was held in Beijing. Both sides started further discussion on
these issues about tariff reduction model, more expansion of trade in service,
Pakistan regulation tax and so on. The Banking Service Protocol of Service

Trade Agreement of China-Pakistan Free Trade Area went into effect on No-
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vember 11, 2015. It can further improve the level of liberalization of China-Pa-
kistan FTA, provide more financing facilities for businesses of the two countries.
What is more, it may make sure that major projects including China and Pakis-
tan Economic Corridor can be implemented successfully. Moreover, in 2015
China also actively pushed forward the FTA negotiations with Sri Lankaso as to
make positive progress at an early date. In December of that year, China started
FTA upgrade negotiations with Maldives. The establishment of China-India free
trade area should take full advantage of historical opportunity of “One Belt And
One Road” strategy, strengthen trade negotiations and cooperation. So that we
can strive to establish China-India free trade area to reduce trade barriers and
lessen trade friction.

Thirdly, strengthen infrastructure construction to promote the interconnec-
tivity. The core of “One Belt And One Road” strategy is interconnectivity, and
the premise is the infrastructure construction. The implementation of “One Belt
And One Road” strategy needs a variety of transport corridor including highway,
railway, port and airport as the important cohesive device to promote business
exchanges and cooperation. On the other hand, the convenience of transporta-
tion can reduce the cost of trade. South Asian nations are generally enslaved to
poor infrastructure, their economic development and cooperation is usually re-
stricted by poor transport capacity. China has long since increased infrastructure
investment in parts of South Asia, especially harbour construction, such as
Gwadar Harbor in Pakistan’s Baluchistan Province, Sri Lanka’s Hambantota
port, Bangladesh’s Chittagong port and so on. China and South Asian countries
should develop extensive cooperation in high-speed rail, cross-border bridges
and other infrastructure. Particularly in terms of high-speed rail, China has out-
standing technology and abundant operation experiences so that China is also
quite competitive in the international market. China should fully explore such
advantages to promote cooperation with South Asian countries in high-speed

rail projects, consequently stimulating trade of transportation industry.
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